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March 22, 2000
Accompanying this letter is an exposure draft of a proposed Statement of Position (SOP), Accounting
for and Reporting o f Certain Health and Welfare Benefit Plan Transactions, that would amend the
AICPA Audit and Accounting Guide Audits o f Employee Benefit Plans and SOP 92-6, Accounting
and Reporting by Health and Welfare Benefit Plans. A summary of the significant provisions of the
proposed SOP also accompanies this letter.
The purpose of this exposure draft is to solicit comments from preparers, auditors, and users of
financial statements and other interested parties.
Respondents should refer to specific paragraph numbers and include reasons for any suggestions or
comments.
The following specific question is posed to solicit comments on the exposure draft. Respondents are
encouraged to answer this question and to comment on other relevant topics of concern. Responses
will be more helpful to the AICPA Accounting Standards Executive Committee (AcSEC) if they
include relevant information and rationale, rather than merely an expression of preference.
From the plan’s perspective, AcSEC considered the following three alternatives for
measuring a plan’s postretirement benefit obligation in the plan’s financial statements.
1. The plan’s obligation would be measured as the gross amount of benefits to be paid by
the plan. That amount, referred to in the proposed SOP as the postretirement benefits
expected to be paid by the plan, would measure the plan’s total estimated future
postretirement benefit payments that are to be funded by contributions from both the plan
participants and the plan sponsor(s), and by existing plan assets.
2. The plan’s net obligation would be measured—the portion of the postretirement benefits
expected to be paid by the plan that will not be funded by future contributions from plan
participants. In other words, it is the amount that will be funded by existing plan assets
and future contributions from the plan sponsor(s).
3. The alternative that AcSEC chose combines the first two alternatives. Under this
alternative, the gross measure of the obligation—the postretirement benefits expected to
be paid by the plan— is presented in the statements of net benefit obligations and is
reconciled (by deducting the amount of the postretirement benefit obligations expected to
be paid by plan participants) to the net postretirement benefit obligation, which represents
the obligation to be paid by the plan sponsor(s) and existing plan assets.
Do you agree with AcSEC’s proposed presentation and measure of the plan’s postretirement benefit
obligation? Please provide reasons for your view.
Responses should be addressed to Wendalyn Frederick, Technical Manager, Professional Standards
and Services, File Q511, American Institute of Certified Public Accountants, 1455 Pennsylvania
Avenue, NW, Washington, DC 20004-1081 for receipt by June 22, 2000. Responses also may be
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sent by electronic mail over the Internet to wfrederick@aicpa.org.
Written comments on the exposure draft will become part o f the public record o f the AICPA and will
be available for public inspection for one year at the AICPA library, beginning August 1 , 2000.
Sincerely,

David B. Kaplan, CPA
Chair
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SUM M ARY
This proposed statement of position (SOP) would amend chapter 4 of the AICPA Audit and
Accounting Guide Audits o f Employee Benefit Plans (the Guide), and SOP 92-6, Accounting and
Reporting by Health and Welfare Benefit Plans.
This proposed SOP would—
1. Revise the standards for measuring, reporting, and disclosing estimated future
postretirement benefit payments that are to be funded partially or entirely by plan
participants.
2. Specify the presentation requirements for benefit obligation information.
3. Establish standards of financial accounting and reporting for certain postemployment
benefits provided by health and welfare benefit plans.
4. Clarify the measurement date for benefit obligations.
5. Require the identification of investments that are 5 percent of the net assets available for
benefits.
The provisions of this proposed SOP would be effective for financial statements for plan years
beginning after December 15, 2000, with earlier application encouraged. Financial statements
presented for prior plan years would be required to be restated to comply with the provisions of this
proposed SOP.
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FOREWORD

The Financial Accounting Standards Board (FASB) has cleared the accounting guidance contained in
this document. The procedure for clearing accounting guidance in documents issued by the
Accounting Standards Executive Committee (AcSEC) involves the FASB reviewing and discussing
the following in public board meetings:
•
•
•

A prospectus for a project to develop a document
A proposed exposure draft that has been approved by at least ten of AcSEC’s fifteen
members
A proposed final document that has been approved by at least ten of AcSEC’s fifteen
members

The document is cleared if five of the seven FASB members do not object to AcSEC undertaking the
project, issuing the proposed exposure draft or, after considering the input received by AcSEC as a
result of the issuance of the exposure draft, issuing the final document.
The criteria applied by the FASB in its review of proposed projects and proposed documents include
the following.
1.

The proposal does not conflict with current or proposed accounting requirements,
unless it is a limited circumstance, usually in specialized industry accounting, and the
proposal adequately justifies the departure.

2.

The proposal will result in an improvement in practice.

3.

The AICPA demonstrates the need for the proposal.

4.

The benefits of the proposal are expected to exceed the costs of applying it.

In a number of situations, prior to clearance, the FASB will propose suggestions, many of which are
included in the documents.
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PROPOSED STATEMENT OF POSITION
ACCOUNTING FOR AND REPORTING OF CERTAIN
HEALTH AND WELFARE BENEFIT PLAN TRANSACTIONS

INTRODUCTION
1.
The AICPA Audit and Accounting Guide Audits o f Employee Benefit Plans (the Guide)
provides guidance to preparers and auditors of financial statements of employee benefit plans,
including defined benefit pension plans, defined contribution pension plans, and health and welfare
benefit plans, both defined benefit and defined contribution.
2.
In August 1992, the AICPA issued Statement of Position (SOP) No. 92-6, Accounting and
Reporting by Health and Welfare Benefit Plans, primarily to update the Guide to apply certain
concepts of Financial Accounting Standards Board (FASB) Statement of Financial Accounting
Standards No. 106, Employers’ Accounting fo r Postretirement Benefits Other Than Pensions, to
health and welfare benefit plans. SOP 92-6 has been incorporated into the Guide as chapter 4A.
3.
In recent years, many employers have amended their plans to reduce benefits provided, to
introduce cost-sharing arrangements, or both. Cost-sharing arrangements adopted include participant
contributions, deductibles, and copayments. To the extent that cost sharing was introduced or
increased, the total cost of the benefits remained essentially the same, while the portion of the total
cost paid by the plan sponsor decreased. Such benefit reductions and cost-sharing arrangements were
not prevalent when SOP 92-6 was issued, and thus they were not addressed in SOP 92-6. In addition,
since SOP 92-6 was issued, there has been confusion among preparers and auditors in understanding
and implementing a number of its requirements.
4.
This SOP amends the Guide and SOP 92-6 to provide accounting and reporting guidance for
health and welfare benefit plans in the following areas:
a.
b.
c.
d.
e.

Measurement, reporting, and disclosure of estimated future postretirement
benefit payments to be funded partially or entirely by plan participants
Presentation of benefit obligation information
Accounting for and reporting of postemployment benefits
Measurement date for benefit obligations
Identification of 5-percent investment disclosures

5.
SOP 92-6 currently provides guidance in a number of these areas; however, certain aspects of
that guidance require clarification. In addition, SOP 92-6 does not specifically address the
measurement and reporting of the portion of a plan’s estimated future postretirement benefit
payments that is expected to be funded by plan participants who pay all or a portion of the cost of
their postretirement benefit coverage in order to participate in the plan.
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6.
FASB Statement No. 112, Employers’ Accounting fo r Postemployment Benefits, established
standards of financial accounting and reporting by employers for certain postemployment benefits
provided to former or inactive employees after employment but before retirement. Benefits provided
may include salary continuation, supplemental unemployment benefits, severance, disability-related
job training and counseling, and continuation of health-care and life insurance. SOP 92-6 contains
only limited accounting and reporting guidance related to postemployment benefits provided by
health and welfare benefit plans (principally only accumulated eligibility credits). Although FASB
Statement No. 112 does not apply to health and welfare benefit plans, this SOP adopts certain of its
measurement concepts. Terminology used in discussing postemployment benefits in this SOP is
intended to follow that in FASB Statement No. 112.

SCOPE
7.
This SOP applies to all health and welfare benefit plans, including single-employer, multipleemployer, and multiemployer sponsored plans, as described in paragraphs 1 through 4 of SOP 92-6
(as amended1) and paragraphs 4.01 through 4.04 of the Guide.

CONCLUSIONS
Accounting and Reporting
Measurement and Reporting o f Estimated Future Postretirement Benefit Payments
8.
A plan’s obligation for postretirement benefits is measured as the actuarial present value of
all future health and welfare benefits expected to be paid to or for (a) currently retired or terminated
employees and their beneficiaries and dependents and (b) active employees and their beneficiaries
and dependents after retirement from service with the employer or a group of employers (the plan
sponsor(s)) based on the terms of the plan. A defined benefit health and welfare plan’s financial
statements should reflect the actuarial present value of those postretirement benefits that are
attributed to participant service rendered to the date of the plan’s financial statements, referred to
hereinafter as estimated future postretirement benefit payments. Prior to an active employee’s full
eligibility date, that amount is measured as the portion of the present value of the postretirement
benefits expected to be paid under the plan that is attributed to the employee’s service rendered as of
the date of the plan’s financial statements.
9.
In a number of cases, a plan participant’s receipt of benefits under the plan is conditioned on
the participant sharing in the benefit cost of the plan by making contributions to the plan, during
either active service or retirement. In those cases, two measures of the estimated future
postretirement benefit payments should be reported—the postretirement benefits expected to be paid
by the plan and the plan’s net postretirement benefit obligation. The postretirement benefits expected
to be paid by the plan would be measured as the actuarial present value of the estimated cost of
postretirement benefits attributed to participants’ service rendered to the date of the plan’s financial
1 The original paragraphs o f SOP 92-6, Accounting and Reporting by Health and Welfare Benefit Plans, were renumbered by the
issuance of SOP 94-4, Reporting o f Investment Contracts Held by Health and Welfare Benefit Plans and Defined-Contribution
Pension Plans. The amended SOP can be found in the AICPA Technical Practice Aids series, sec. 10,530.
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statements that are expected to be paid out by the plan. This amount measures the plan’s estimated
future postretirement benefit payments that are to be funded by contributions from both the plan
participants and the plan sponsors) and from existing plan assets.2 The measurement of the net
postretirement benefit obligation includes only the portion of the postretirement benefits expected to
be paid by the plan attributed to participants’ service rendered to the date of the plan’s financial
statements that is to be funded by contributions from the plan sponsor and from existing plan assets.3
For plans in which plan participants are not required to make contributions to the plan—either during
active service or retirement—the postretirement benefits expected to be paid by the plan and the net
postretirement benefit obligation are the same. Therefore, in these situations, only the net
postretirement benefit obligation should be reported. Cost-sharing arrangements such as copayments
or deductibles are not part of the benefit cost borne by the plan and therefore are not included in the
plan’s measurement of the estimated future postretirement benefit payments.
10.

Paragraph 54 of SOP 92-6 (as amended) and paragraph 4.53 of the Guide require that
information about the estimated future postretirement benefit payments be presented in three
separate categories. The categories of information are the following:
a.
b.
c.

Future benefit payments for retired plan participants, including their
beneficiaries and covered dependents
Future benefit payments for active or terminated participants who are fully
eligible to receive benefits
Future benefit payments for plan participants not yet fully eligible for benefits

SOP 92-6 requires that, at a minimum, information about the postretirement benefits expected to be
paid by the plan4 be presented in the following two categories (as illustrated in appendix F -l of this
SOP):
a.
b.

Future benefit payments for plan participants fully eligible for benefits
Future benefit payments for plan participants not yet fully eligible for
benefits

Presentation o f Benefit Obligation Information
11.
Paragraph 41 of SOP 92-6 (as amended) and paragraph 4.40 of the Guide identify the
following kinds of benefit obligations:
a.
b.
c.
d.

Claims payable and currently due for active and retired participants
Premiums due under insurance arrangements
Claims incurred but not reported (IBNR) to the plan for active participants
Accumulated eligibility credits for active participants

2 Measurement of the estimated cost of postretirement benefits that are to be funded by contributions from the plan participant
and the plan sponsors), or from the plan sponsor(s) only, should include amounts that have been funded as o f the measurement
date and amounts that are to be funded in the future based on the current terms of the plan. However, the plan should not record a
receivable for future contributions until the amounts are due to the plan.
3 For single-employer plans, the net postretirement benefit obligation will be the postretirement benefit obligation disclosed by
the plan sponsor in accordance with FASB Statement No. 106, Employers’Accountingfor PostretirementBenefits OtherThanPensions.
4 Benefits expected to be paid include benefits for the plan participants and their beneficiaries and covered dependents.
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e.

Postretirement benefits for the following:
(1)
(2)
(3)

Retired participants, including their beneficiaries and covered
dependents
Active or terminated participants who are fully eligible to
receive benefits
Active participants not yet fully eligible to receive benefits

12.
Information about the benefit obligations may be presented in a separate statement, combined
with other information on another financial statement, or presented in a note to the financial
statements. In addition, certain benefit obligations may be aggregated and presented in the following
categories, as identified in paragraph 55 of SOP 92-6 (as amended) and paragraph 4.54 of the Guide:
a.
b.
c.

Claims payable, claims IBNR, and premiums due to insurance companies
Accumulated eligibility credits and postemployment benefits
Postretirement benefits, which consist of the following:
(1)
(2)

Future benefit payments for plan participants fully eligible for
benefits
Future benefit payments for plan participants not yet fully
eligible for benefits

To the extent they exist, the amounts of benefit obligations in each of the three categories generally
should be shown as separate line items in the financial statements or notes. Aggregating claims
payable and IBNR claims is often appropriate when adequate time has passed to provide sufficient
data on costs incurred and the actuarially determined expected cost of long-term medical claims is
insignificant For negotiated plans, the disclosure of benefit obligations due during a plan’s contract
period may but need not be disclosed.
13. As with benefit obligation information, changes in each category of benefit obligations should
be presented in the body of the financial statements or in the notes; they may be presented in either a
reconciliation or a narrative format. Information regarding changes in the plan’s net postretirement
benefit obligations is intended to present the effect of significant changes during the year in the
estimated future postretirement benefit payments. In addition to the minimum disclosures described
in paragraph 56 of SOP 92-6 (as amended) and paragraph 4.55 of the Guide, changes in the amount
of postretirement benefits expected to be funded by participants’ future contributions should be
identified, if significant.
Accounting fo r and Reporting o f Postemployment Benefits
14.
Plans that provide postemployment benefits should recognize a benefit obligation for current
participants, based on amounts expected to be paid in subsequent years, when all of the following
conditions are met.
a.

The participants’ rights to receive benefits are attributable to services already
rendered.
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b.
c.
d.

The participants’ benefits vest or accumulate.5
Payment of benefits is probable.
The amount can be reasonably estimated.

Any anticipated forfeitures should be considered. The benefit obligation should be discounted using
rates of return on high-quality fixed-income investments currently available whose cash flows match
the timing and amount of expected benefit payments.
15.
For postemployment benefits that do not meet the conditions of paragraph 14(a) and (b), the
plan should recognize a benefit obligation if the event that gives rise to a liability has occurred.
For example, if all participants receive the same medical coverage upon disability regardless of
length of service (the benefits do not accumulate), and the benefits do not vest, medical benefits
for disabled participants should be accrued at the date of disability and not over the participants’
working lives. The benefit obligation should be discounted using rates of return on high-quality
fixed-income investments currently available whose cash flows match the timing and amount of
expected benefit payments.
16.
In a number of cases, a plan participant’s receipt of benefits under the plan is conditioned on
the participant sharing in the benefit cost of the plan by making contributions to the plan. However,
unlike contributory postretirement benefit plans, in which participants usually are required to
contribute to the plan during their retirement period (for example, after their service to the company
has ended), contributory postemployment benefit plans generally require contributions only during
the participants’ active service periods (for example, before the event triggering postemployment
benefits occurs). In those situations in which participant contributions are required after the event
triggering postemployment benefits occurs, two measures of the estimated future postemployment
benefit payments should be reported—the postemployment benefits expected to be paid by the plan
and the plan’s net postemployment benefit obligation. The postemployment benefits expected to be
paid by the plan would be measured as the actuarial present value of the estimated cost of
postemployment benefits that are expected to be paid out by the plan. This amount measures the
plan’s estimated future postemployment benefit payments that are to be funded by contributions from
both the plan participants and the plan sponsor(s), and from existing plan assets.6 Measurement of the
net postemployment benefit obligation includes only the portion of the postemployment benefits
expected to be paid by the plan that is to be funded by contributions from the plan sponsor and from
existing plan assets.
17.
For plans in which (a) plan participants are not required to make contributions to the plan, or
(b) participant contributions are required only during a participant’s active service period, the
postemployment benefits expected to be paid by the plan and the net postemployment benefit

s For example, the supplemental unemployment benefit is 52 weeks’ pay if a participant worked 3 years, 78 weeks’ pay if a
participant worked 5 years, and 104 weeks’ pay if a participant worked 7 years. In this situation, the benefits would be
considered accumulating. Benefits that increase solely as a function o f wage or salary increases are not considered accumulating.

6 Measurement o f the estimated cost o f postemployent benefits that are to be funded by contributions from the plan participant
and the plan sponsor(s), or from the plan sponsor(s) only, should include amounts that have been funded as o f the measurement
date and amounts that are to be funded in the future based on the current terms o f the plan. However, the plan should not record a
receivable for future contributions until the amounts are due to the plan.

17

obligation are the same. Therefore, in these situations, only the net postemployment benefit
obligation should be reported.
Measurement Date fo r Benefit Obligations
18.
The financial status of the plan should consider assets and obligations as of the same date.
Because plan assets are required to be presented as of the plan’s year-end, measures of the estimated
future postretirement benefit payments also should be presented as of the plan’s year-end. This
requirement does not, however, preclude the plan from using the most recent postretirement benefit
valuation projected forward to the plan’s year-end to account for subsequent events (such as
employee service and benefit payments), provided that it is reasonable to expect that the results will
not be materially different from the results of an actuarial valuation at the plan’s year-end. For
example, if a valuation were performed at September 30 and the plan has a calendar year-end, the
sponsor’s accumulated postretirement benefit obligation as of September 30 may be projected
forward to December 31 based on reliable information such as adjustments for additional employee
service, the time value of money, changes in the number of participants, actuarial assumptions and
per capita claims costs, other plan changes, and benefits paid. The resulting amount is the net
postretirement benefit obligation. Increasing that amount to include the actuarial present value of
estimated future postretirement benefit payments expected to be funded by contributions from plan
participants determines the postretirement benefits expected to be paid by the plan.
Disclosures
Postemployment Benefits
19.
A health and welfare benefit plan should disclose in the notes to its financial statements the
assumed discount rate(s) used to measure the plan’s obligation for postemployment benefits.
Investment Transactions
20.
A health and welfare benefit plan should disclose in the notes to its financial statements
investments representing 5 percent or more of the net assets available for benefits as of the end of the
year.

AMENDMENTS TO THE GUIDE AND SOP 92-6
Measurement and Reporting o f Estimated Future Postretirement Benefit Payments
21.
The first sentence of paragraph 4.18 of the Guide and paragraph 42 of SOP 92-6 (as
amended) is replaced with the following:
Information about the benefit obligations may be presented in a separate statement, combined
with other information on another financial statement, or presented in a note to the financial
statements.
22.
The following is added to the end of the third sentence of paragraph 4.51 of the Guide and
paragraph 52 of SOP 92-6 (as amended):
18

and generally should be followed except that paragraph 27 [of FASB Statement No.
106], which states that the actuarial present value of contributions expected to be
received from plan participants during their remaining active service and
postretirement periods reduces the postretirement benefit obligation, has a different
application at the plan level. For plan purposes, the postretirement benefits expected
to be paid by the plan include amounts that will be fu n d ed by contributions from the
plan’s sponsor(s) and the plan participants; they exclude participant copayments and
deductibles, and amounts expected to be paid by Medicare and other providers. The
present value of participants’ expected future contributions reduces the reported
postretirement benefits expected to be paid by the plan to derive the plan’s reported
net postretirement benefit obligation.
The remainder of paragraph 4.51 of the Guide and paragraph 52 of SOP 92-6 (as amended) becomes
paragraph 4.52 of the Guide and paragraph 53 of SOP 92-6 (as amended).
23.
Paragraph 54 of SOP 92-6 (as amended) and paragraph 4.53 of the Guide are replaced
with the following.
At a minimum, information about the postretirement benefits expected to be paid by
the plan should be presented in the following two categories:
•
•

Future benefit payments for plan participants fully eligible for benefits
Future benefit payments for plan participants not yet fully eligible for benefits

24.
The first sentence of the sixth bullet of Guide paragraph 4.57, the first sentence of the sixth
bullet of paragraph 58 (as amended) of SOP 92-6, and Guide paragraph 4.108f are replaced with the
following.
Identification of investments that represent 5 percent or more of net assets available
for benefits as of the end of the year.
25.
The following modifications to appendix F of the Guide and exhibit A of SOP 92-6 are made
to provide an example of the financial reporting for a defined benefit health and welfare plan under
which retirees contribute 20 percent of the cost of the insurance premium for their medical coverage.
The illustration being modified is the first example, Allied Industries Benefit Plan. The revised
Statement of Net Benefit Obligations follows.
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APPENDIX F-3
Allied Industries Health Care Benefit Plan
Statement of Net Benefit Obligations
December 3 1 , 20X1 and 20X0

20X1

20X0

$2,550,000

$2,050,000

7,500,000
6,250,000
13,750,000

6,875,000
5,206,250
12,081,250

2,750,000
11,000,000

2,416,250
9,665,000

$13,550,000

$11,715,000

Amounts currently payable to or for participants,
beneficiaries, dependents, and other obligations
for current benefit coverage
Claims payable and claims incurred but not
reported

Estim ated future postretirem ent benefit paym ents
Participants fully eligible for benefits
Participants not yet fully eligible for benefits
Postretirement benefits expected to be paid by the plan
Less: Amount expected to be funded by participants’
future contributions
Net postretirement benefit obligations
NET BENEFIT OBLIGATIONS

The accompanying notes are an integral part of the financial statements.

20

26. The Statement o f Changes in Net Benefit Obligations also is revised, as follows:

APPENDIX F-4
Allied Industries Heath Care Benefit Plan
Statement of Changes in N et Benefit Obligations
Year Ended December 3 1 , 20X1
20X1
Amounts currently payable to or for participants,
beneficiaries, dependents, and other obligations
for current benefit coverage
Balance at beginning of year
Claims reported and approved for payment
Claims paid (including disability)
Net increase in obligations for expected future benefit payments7
Interest

Estimated future postretirement benefit payments
Net postretirement benefit obligation, beginning of year
Increase (decrease) in postretirement benefits expected to be
paid by the plan, attributable to:
Benefits earned
Benefits paid
Interest
Plan amendment
Changes in actuarial assumptions

$

2,050,000
16,920,000
(16,770,000)
280,000
70.000
2.550.000

9,665,000

2,200,000
(1,337,500)
700,000
(218,750)
325,000

(Increase) decrease in amount expected to be funded by
participants’ future contributions:
Increase in benefits expected to be funded by participant contributions
Contributions received from participants in current year

(601,250)
267.500
11,000,000

Net postretirement benefit obligation, end of year
NET BENEFIT OBLIGATIONS, END OF YEAR

The accompanying notes are an integral part of the financial statements.

7 For example, obligations resulting from catastrophic illnesses or long-term disability.
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$ 13,550,000

27.
The notes to the financial statements in exhibit A of SOP 92-6 and appendix F-5 of the
Guide are modified as follows.
a. Note 1. In “Description of the Plan,” the following sentence is added at the end of the third
paragraph (Benefits).
Retired participants are required to make annual contributions equal to 20 percent of
the cost of their postretirement medical coverage.
b. Note 2. In “Summary of Significant Accounting Policies,” the following paragraph
replaces the first paragraph of section C. Postretirement Benefits.
The amount reported as estimated future postretirement benefit payments represents
the actuarial present value of those estimated future benefits that are attributed by the
terms of the plan to employees’ service rendered to the date of the financial
statements. Postretirement benefits include future benefits expected to be paid to or
for (1) currently retired or terminated employees and their beneficiaries and
dependents and (2) active employees and their beneficiaries and dependents after
retirement from service with participating employers. The amount reported as
postretirement benefits expected to be paid by the plan represents the estimated future
postretirement benefit payments that are to be funded by contributions from both the
plan participants and the plan sponsor(s) and from existing plan assets. That amount
is reduced by the portion of those benefits that is expected to be funded by
participants’ future contributions to determine the plan’s net postretirement benefit
obligation.
c. The beginning of the first sentence of the second paragraph of section C is revised to read
as follows.
The estimated future postretirement benefit payments represents the actuarial present
value of those estimated future benefits that are attributed to employees’ service
rendered to the date of the financial statements...
d. The following paragraph is added at the end of section C.
Net Benefit Obligations. The amount reported as net benefit obligations is expected to
be funded by existing plan assets and future contributions from the plan sponsor.
28.
The illustrative financial statement examples in appendix B of this SOP are added to the
Guide as exhibits F-9 through F-13.
Presentation o f Benefit Obligation Information
29.
The following is added to the beginning of paragraph in paragraph 4.41 of the Guide and
paragraph 42 of SOP 92-6 (as amended).
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Certain benefit obligations with similar characteristics may be aggregated for
reporting purposes. Providing benefit obligation information as separate line items in
the financial statements or in the notes in the following three categories generally will
be sufficient: (a) claims payable, claims IBNR, and premiums due to insurance
companies, (b) accumulated eligibility credits and postemployment benefits, and (c)
postretirement benefits for participants fully eligible for benefits and other
participants not yet fully eligible for benefits. For negotiated plans, benefit
obligations due during a plan’s contract period may, but need not, be disclosed.
30.
The second sentence in paragraph 4.54 of the Guide and in paragraph 55 of SOP 92-6 (as
amended) is replaced with the following.
As with the benefit obligation information, changes in each category of benefit
obligations should be presented in the body of the financial statements or in the notes;
they may be presented in either a reconciliation or a narrative format.
Accounting fo r and Reporting o f Postemployment Benefits
31.
The following is added in the sixth bullet of paragraph 4.40 of the Guide and as the sixth
bullet of paragraph 41 of SOP 92-6 (as amended).
•

Postemployment benefits

32.
The following is added as paragraphs 4.54-4.57 of the Guide and paragraphs 55-58 of SOP
92-6 (as amended).
Postemployment Benefits
4.54

Plans that provide postemployment benefits should recognize a benefit obligation for
current participants, based on amounts expected to be paid in subsequent years, when
all of the following conditions are met:
a.
b.
c.
d.

The participants’ rights to receive benefits are attributable to services
already rendered
The participants’ benefits vest or accumulate8
Payment of benefits is probable
The amount can be reasonably estimated.

Any anticipated forfeitures should be considered. The benefit obligation should be
discounted using rates of return on high-quality fixed-income investments currently
available whose cash flows match the timing and amount of expected benefit
payments.
8 Footnote to paragraph 4.54 of the Guide and paragraph 55 o f SOP 92-6: For example, the supplemental unemployment benefit
is 52 weeks’ pay if a participant worked 3 years, 78 weeks’ pay if a participant worked 5 years, and 104 weeks’ pay if a
participant worked 7 years. In this situation, the benefits would be considered accumulating. Benefits that increase solely as a
function o f wage or salary increases are not considered accumulating.
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4.55

For postemployment benefits that do not meet the conditions of paragraph 4.54 (a) and (b) of
the Guide and paragraph 55 (a) and (b) of SOP 92-6 (as amended), the plan should recognize
a benefit obligation if the event that gives rise to a liability has occurred. For example, if all
participants receive the same medical coverage upon disability regardless of length of service
(the benefits do not accumulate) and the benefits do not vest, medical benefits for disabled
participants should be accrued at the date of disability and not over the participants’ working
lives. The benefit obligation should be discounted using rates of return on high-quality fixedincome investments currently available whose cash flows match the timing and amount of
expected benefit payments.
4.56 In some cases, a plan participant’s receipt of benefits under the plan is conditioned on the
participant sharing in the benefit cost of the plan by making contributions to the plan.
However, unlike contributory postretirement benefit plans, in which participants usually are
required to contribute to the plan during their retirement period (for example, after their
service to the company has ended), contributory postemployment benefit plans generally
require contributions during the participants’ active service periods (for example, before the
event triggering postemployment benefits occurs). In those situations in which participant
contributions are required after the event triggering postemployment benefits occurs, two
measures of the estimated future postemployment benefit payments should be reported—the
postemployment benefits expected to be paid by the plan and the plan’s net postemployment
benefit obligation. The postemployment benefits expected to be paid by the plan would be
measured as the actuarial present value of the estimated cost of postemployment benefits that
are expected to be paid out by the plan. This amount measures the plan’s estimated future
postemployment benefit payments that are to be funded by contributions from both the plan
participants and the plan sponsor(s) and from existing plan assets.9 Measurement of the net
postemployment benefit obligation includes only the portion of the postemployment benefits
expected to be paid by the plan that is to be funded by contributions from the plan sponsor
and from existing plan assets.
4.57

For plans in which (a) plan participants are not required to make contributions to the plan, or
(b) participant contributions are required only during a participant’s active service period, the
postemployment benefits expected to be paid by the plan and the net postemployment benefit
obligation are the same. Therefore, in those situations, only the net postemployment benefit
obligation should be reported.

The remaining paragraphs will be renumbered to paragraphs 4.58-4.61 of the Guide and paragraphs
59-62 of SOP 92-6 (as amended) as a result of these amendments.
33.
The following is added at the end of the bullets in paragraph 4.57 of the Guide and at the end
of the bullets in paragraph 58 of SOP 92-6 (as amended):

9 Measurement o f the estimated cost o f postemployment benefits that are to be funded by contributions from the plan participant
and the plan sponsor(s ), or from the plan sponsor(s ) only, should include amounts that have been funded as o f the measurement
date and amounts that are to be funded in the future based on the current terms o f the plan. However, the plan should not record a
receivable for future contributions until the amounts are due to the plan.
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•

The weighted-average assumed discount rate used to measure the plan’s obligation for
postemployment benefits.

34.
The illustrative financial statement examples of an employee benefit plan that provides
postemployment benefits in appendix B of this SOP are added to the Guide as exhibits F-9 through
F -11 and to SOP 92-6 as exhibit C.
Measurement Date for Benefit Obligations
35.
Footnote 17 of SOP 92-6 (as amended) and footnote 28 of chapter 4 of the Guide are
replaced by the following.
The financial status of the plan should consider assets and obligations as of the same date.
Because plan assets are required to be presented as of the plan’s year-end, measures of the
estimated future postretirement benefit payments also should be presented as of the plan’s
year-end. This requirement does not, however, preclude the plan from using the most recent
postretirement benefit valuation projected forward to the plan’s year-end to account for
subsequent events (such as employee service and benefit payments), provided that it is
reasonable to expect that the results will not be materially different from the results of an
actuarial valuation at the plan’s year-end. For example, if a valuation were performed at
September 30 and the plan has a calendar year-end, the sponsor’s accumulated postretirement
benefit obligation as of September 30 may be projected forward to December 31 based on
reliable information such as adjustments for additional employee service, the time value of
money, changes in the number of participants, actuarial assumptions and per capita claims
costs, other plan changes, and benefits paid. The resulting amount is the net postretirement
benefit obligation. Increasing that amount to include the actuarial present value of estimated
future postretirement benefit payments expected to be funded by contributions from plan
participants determines the postretirement benefits expected to be paid by the plan.

EFFECTIVE DATE AND TRANSITION
36.

This SOP is effective for financial statements for plan years beginning after
December 15, 2000. Earlier application is encouraged. Financial statements presented for
prior plan years are required to be restated to comply with the provisions of this SOP.

The provisions o f this Statem ent o f Position need not be applied to im m aterial item s.
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APPENDIX A

BACKGROUND INFORMATION AND BASIS FOR CONCLUSIONS
Measurement and Reporting o f Estimated Future Postretirement Benefit Payments
A .1
The primary objective of the financial statements of a defined benefit health and welfare plan
is to provide financial information that is useful in assessing the plan’s current and future ability to
pay its benefit obligations when due. To accomplish that objective, a plan’s financial statements
should provide information about the following:
a.
b.
c.
d.

Plan resources and the manner in which the stewardship responsibility for
those resource has been discharged
Benefit obligations
Results of transactions and events that affect the information about those
resources and obligations
Other information necessary for users to understand the information

A.2
The plan document states the benefits the plan will provide to its participants. The plan is
dependent on the plan sponsor, plan participants, or both, to fund those benefits. Financial
Accounting Standards Board (FASB) Statement of Financial Accounting Standards No. 106,
Employers’ Accounting fo r Postretirement Benefits Other Than Pensions, has caused employers to
quantify the promises they make to current and former employees to provide them with
postretirement benefits other than pensions.
A.3
When SOP 92-6 originally was drafted, the intent was that the plan would report the
accumulated postretirement benefit obligation (measured in accordance with FASB Statement
No. 106) in order to minimize actuarial and audit costs to health and welfare benefit plans. At that
time, there were few contributory plans. To the extent that some contributory plans existed, it was
believed they would not have a significant effect on the measurement of a plan’s obligations. In
recent years, however, many employers have amended their plans to reduce benefits provided, to
introduce cost-sharing arrangements, or both. Cost-sharing arrangements adopted include participant
contributions, deductibles, and copayments. To the extent that cost sharing was introduced or
increased, the total cost of the benefits remained essentially the same, while the portion of the total
benefit cost paid by the employer decreased.
A.4

Paragraph 20 of FASB Statement No. 106 states:
The expected postretirement benefit obligation for an employee is the actuarial
present value as of a particular date of the postretirement benefits expected to be
paid by the employer’s plan to or for the employee, the employee’s beneficiaries,
and any covered dependents pursuant to the terms of the plan. Measurement of
the expected postretirement benefit obligation is based on the expected amount
and timing of future benefits, taking into consideration the expected future cost of
providing the benefits and the extent to which those costs are shared by the
employer, the employee (including consideration of contributions required during
the employee’s active service period and following retirement, deductibles,
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coinsurance provisions, and so forth), or others (such as through governmental
programs).
A.5

Paragraph 27 of FASB Statement No. 106 addresses this concept further, as follows.
Contributions expected to be received from active employees toward the cost of
their postretirement benefits and from retired plan participants are treated
similarly for purposes of measuring an employer’s expected postretirement
benefit obligation. That obligation is measured as the actuarial present value of
the benefits expected to be provided under the plan, reduced by the actuarial
present value of contributions expected to be received from the plan participants
during their remaining active service and postretirement periods. In determining
the amount of the contributions expected to be received from those participants
toward the cost of their postretirement benefits, consideration is given to any
related substantive plan provisions, such as an employer’s past practice of
consistently increasing or reducing the contribution rates as described in
paragraphs 24 and 25. An obligation to return contributions received from
employees who do not attain eligibility for postretirement benefits and, if
applicable, any interest accrued on those contributions shall be recognized as a
component of an employer’s postretirement benefit obligation.

As a result, under FASB Statement No. 106, the postretirement benefit obligation recognized by the
employer (plan sponsor) is the amount expected to be funded by contributions from the employer; it
does not reflect amounts expected to be funded by participants’ future contributions.
A.6
From the plan’s perspective, however, AcSEC considered alternative ways to look at the
plan’s obligation for postretirement benefits. One alternative—the gross approach—is to measure
the plan’s obligation as the gross amount of benefits to be paid by the plan. That amount, referred to
in this SOP as the postretirement benefits expected to be paid by the plan, measures the plan’s
estimated future postretirement benefit payments that are to be funded by contributions from both the
plan participants and the plan sponsor(s) and by existing plan assets.
A.7
Under the gross approach, the plan has an obligation to provide benefits—some of which
may be funded by contributions from the sponsor and some of which may be funded by contributions
from participants. This approach provides information about the total benefit obligations of the plan
attributed to participant service rendered to date, regardless of the funding source(s).
A.8
Paragraph 35 of FASB Statement of Financial Accounting Concepts No. 6, Elements o f
Financial Statements, defines liabilities as “probable future sacrifices of economic benefits arising
from present obligations of a particular entity to transfer assets or provide services to other entities in
the future as a result of past transactions or events” [footnote references omitted]. Postretirement
benefits to be provided under the plan are defined by the plan document. The event that gives rise to
those benefits is participant service. The present value of benefits expected to be paid by the plan is
calculated in the same manner regardless of the source of the funding for those benefit payments—
that is, whether the payments are to be funded by contributions from the sponsor(s), the participants,
or some combination of both. As such, AcSEC believes that reporting the present value of the plan’s
total estimated future benefit payments, including the portion to be funded by participants, is
consistent with FASB Concepts Statement No. 6, because it is probable that future benefits will be
paid for retirees and those benefit payments arise from participant service rendered to date. For plans
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in which both the sponsor and the participants fund the benefits, the fact that the participant must
make future contributions to maintain coverage does not mean no future benefit payments should be
expected and that the plan has no obligation. Rather, the probability or assumed rate of participation
is considered in determining the estimated future benefit payments.
A.9
Currently, plans recognize all contributions, regardless of the source, in the statements of net
assets available for benefits and changes therein. As such, they recognize contributions from both
the plan sponsor(s) and plan participants. Likewise, supporters of the gross approach believe that all
benefits attributed to participant service to date, regardless of the source of funding (that is, benefits
to be funded by contributions from both the plan sponsor(s) and the plan participants) should be
measured and reported in a plan’s financial statements.
A.10 A second alternative—the net approach—is to measure the plan’s obligation as the portion of
the postretirement benefits expected to be paid by the plan that will not be funded by future
contributions from plan participants. In other words, it is the amount that will be funded by existing
plan assets and future contributions from the plan sponsor(s). This alternative is more consistent with
the accounting for contributory pension plans set forth in FASB Statement No. 35, Accounting and
Reporting by Defined Benefit Pension Plans.
A.11 Comparison o f Two Alternatives. To illustrate how the plan’s obligation would be measured
under each alternative, consider the following three plans. Each plan provides identical benefits and
has identical participant demographics. The present value of postretirement benefits expected to be
paid by the plan assuming the same level of employee participation in each plan is $1,000,000 for all
three plans.10 Assume further that one plan requires no participant contributions, the second plan
requires that participants contribute 50 percent of the benefit cost, and the third plan is fully
contributory. Ignoring discounting, the net approach would measure and report the postretirement
benefit obligations of the noncontributory and partially contributory plans as $1,000,000 and
$500,000, respectively, which represents the portion of the benefit cost that is not expected to be
funded by the plan participants. The fully contributory plan would measure and report its obligation
as zero, because all future benefits will be paid entirely by participants’ required future contributions.
The net approach views these arrangements as three fundamentally different plans, and the plan’s
obligation under each as fundamentally different. The gross approach also views the plans as
fundamentally different with respect to how the costs of the plan are to be funded, however the
measure of the plan’s obligation under each of the plans is the same, because in each case the plan is
expected to pay out $1,000,000 in benefits.

10 For simplicity, this example ignores the fact that fewer employees are likely to participate in a plan that is fully contributory as
compared with one that is funded partially or entirely by the plan sponsor. Although the measurement o f the present value of
benefits expected to be paid by the plan would differ depending on the participation rates, this example illustrates how the
amount measured and reported as the plan’s postretirement benefit obligation would differ for contributory and noncontributory
plans.
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A.12 Following is a comparison of the two alternatives and a third alternative presented in this
SOP for each of the three plans.

Measure of
plan’s
obligation
Gross
Approach

Net
Approach

Plan 1, noncontributory

Plan 2, 50%
cost sharing

$1,000,000

$ 1,000,000

$1,000,000

$500,000

Plan 3, fully
contributory

$1,000,000

—

SOP
Presentation

Benefits expected to be paid by
the plan

Amounts not expected to be
funded by participants

Benefits expected to be paid by
the plan
$1,000,000

$1,000,000

$1,000,000

(500,000)

$1,000,000

( 1,000,000)

$ 500.000

Participants’ future
contributions

Plan’s net benefit obligation

A.13 This SOP requires the presentation of a combination of the two alternatives of measuring the
plan’s obligation on the statement of net benefit obligations. It requires the presentation of the
“gross” measure of the obligation—the postretirement benefits expected to be paid by the plan—and
reconciliation (by deducting the amount of the postretirement benefit obligations expected to be paid
by plan participants) of that amount to the net postretirement benefit obligation, which represents the
obligation to be paid by the plan sponsor(s) and existing plan assets. AcSEC believes this
presentation provides more useful information about the plan’s expected benefit payments and
sources of funding than the current presentation.
A.14 It should be noted that many plans coordinate benefits with Medicare. Such coordination
normally is described in detail in the plan document. Benefits to be provided by Medicare are neither
benefits provided by the plan nor obligations of the plan. Deductible amounts and copayments, which
are described in the plan document, also are neither part of the benefits provided nor part of the
plan’s obligations. Neither of the measures of the plan’s postretirement benefit obligation—the
postretirement benefits expected to be paid by the plan and the plan’s net postretirement benefit
obligation—include the cost of benefits to be provided by Medicare or deductible amounts and
copayments that are to be paid directly by the plan participants.
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A.15 The cost of measuring the plan’s total benefit obligation attributed to participant service
rendered to the measurement date (that is, the postretirement benefits expected to be paid by the plan)
was considered. In most cases, the plan’s total benefit obligation amount already is available if the
plan sponsor measures its postretirement benefit obligation in accordance with FASB Statement No.
106. Paragraph 27 of FASB Statement No. 106 states that the benefit obligation is measured as the
actuarial present value of the benefits expected to be provided under the plan, reduced by the
actuarial present value of contributions expected to be received from the plan participants during
their remaining active service and postretirement.
A.16 In practice, certain plans generally fund benefits for the current period based on negotiated
contribution rates. As a result of the nature of these plans, many plan administrators believe that
these plans have no legal liability to provide benefits to their participants beyond the periods
specified by the terms of the contracts. Therefore, plan trustees, administrators, and participants may
find the note disclosure of benefit obligations due during the contract period, in addition to the total
benefit obligation, useful in assessing the plan’s funded status and determining participants’
contribution rates.
A.17 Contributions Receivable. As discussed in paragraph 4.31 of the Guide and paragraph 28 of
SOP 92-6 (as amended), contributions receivable include amounts due pursuant to firm
commitments, as well as legal or contractual requirements. Questions have been raised about
whether a receivable should be recognized for the amount to be funded by participants and, perhaps,
by sponsors. Because those amounts are not legally or contractually binding, or representative of firm
commitments due from the participants or sponsor as of the reporting date, they are not receivables of
the plan.
Presentation of Benefit Obligation Information
A.18 AcSEC has been asked whether certain kinds of benefit obligations, as described in paragraph 41 of
SOP 92-6 (as amended) and paragraph 4.40 of the Guide, may be aggregated for reporting purposes. The
intent of SOP 92-6 was that benefit obligations with similar characteristics may be aggregated. That is why,
in part, three categories of benefit obligations were identified in paragraph 55 of SOP 92-6 (as amended) and
paragraph 4.54 of the Guide. Those categories include claims payable, IBNR claims and premiums due to
insurance companies, accumulated eligibility credits, and postretirement benefit obligations.
A.19 AcSEC believes claims payable and premiums due to insurance companies may be
aggregated because they are known, determinable amounts as of the plan’s year-end, and are not
estimates. Accumulated eligibility credits are usually estimated amounts as of the plan’s year-end.
As such, measurement of this obligation may encompass various assumptions.
A.20 AcSEC believes that claims payable and claims IBNR may be aggregated because sufficient
data on actual costs incurred usually is available prior to issuance of the plan’s financial statements.
At that time, the characteristics of claims payable and claims IBNR may be similar. The claims
IBNR amount reported as of the plan’s year-end usually is adjusted to reflect the actual cost incurred.
A.21
FASB Statement No. 35 allows defined benefit pension plans to present information about
the actuarial present value of accumulated plan benefits and changes therein in either the financial
statements or in the notes. AcSEC believes similar alternatives should be provided for the
presentation of information about benefit obligations and changes in benefit obligations of defined
benefit health and welfare plans.
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Accounting for and Reporting of Postemployment Benefits
A.22 FASB Statement No. 112, Accounting fo r Postemployment Benefits, requires employers to
quantify the promises they make to employees to provide them with benefits after employment but
before retirement. These benefits are referred to as postemployment benefits.
A.23 Currently, there is no similar requirement to quantify postemployment benefits at the plan
level. However, AcSEC believes that such promises to provide postemployment benefits represent
obligations of the plan and should be reported in the plan’s financial statements or notes to the
financial statements. AcSEC believes plans generally should use the same measurement and
reporting concepts followed by plan sponsors. However, although FASB Statement No. 112 does not
require discounting of the employer’s obligation, this SOP requires that the plan ’s postemployment
benefit obligation be discounted, consistent with the measurement of all other benefit obligations of
the plan. AcSEC believes that a comparison of plan assets with an undiscounted measure of the
obligation funded would be misleading. AcSEC recognizes the issuance of FASB Statement of
Accounting Concepts No. 7, Using Cash Flow Information and Present Value in Accounting
Measurements, which could require a different basis for discounting the benefit obligation. However,
AcSEC believes it is preferable to retain, without reconsideration, the approach to selecting the
discount rates that is consistent with that used in accordance with existing generally accepted
accounting principles in other measures of plans’ or employers’ benefit obligations.
A.24 Further, AcSEC believes the financial statement presentation of postemployment benefit
obligations should be consistent with the presentation of postretirement benefit obligations. Thus, for
postemployment benefit plans that require contributions after the event triggering postemployment
benefits occurs, a plan’s postemployment benefit obligation is measured as the gross amount of
benefits expected to be paid by the plan. This amount measures the plan’s estimated future
postemployment benefit payments that are to be funded by contributions from both the plan
participants and the plan sponsor(s) and by existing plan assets.
Measurement Date for Benefit Obligations
A.25 Paragraph 36 of SOP 92-6 (as amended) and paragraph 4.40 of the Guide state that benefit
obligations should be reported as of the end of the plan year. Paragraph 72 of FASB Statement No.
106 permits plan sponsors to determine their postretirement benefit obligations as of a date not more
than three months prior to year-end, provided that this is done consistently from year to year. The
intent of footnote 17 of SOP 92-6 (as amended) and footnote 28 of chapter 4 was to incorporate that
same concept for the determination of benefit obligations at the plan level.
A.26 The financial status of the plan must consider assets and obligations as of the same date.
Because plan assets are required to be presented as of the plan’s year-end, AcSEC believes
postretirement benefit obligations also should be presented as of the plan’s year-end.
A.27 Benefit obligations are estimates based on various assumptions. Because of the inherent
uncertainties surrounding those assumptions, AcSEC believes that the most recent information
projected forward to the plan’s year-end is permissible provided that it is reasonable to expect that
the results will not be materially different from the results of an actuarial valuation at the plan’s
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year-end. A valuation projected forward to the plan’s year-end should consider factors such as
additional employee service, the time value of money, changes in the number of participants,
actuarial assumptions and per capita claims costs, and benefits paid since the valuation date. A
valuation projected forward to the plan’s year-end would not be appropriate if there has been a
material amendment to the plan or other significant changes unless the actuary had previously
determined the effects of the changes on the benefit obligation in the current year’s valuation.
Investment Transactions
A.28 Paragraph 58 of SOP 92-6 (as amended) and paragraph 4.57 of the Guide require the health
and welfare plan’s financial statements to identify and disclose investments that represent 5 percent
or more of total plan assets. However, it was noted that the disclosure of investments of defined
benefit and defined contribution plans is based on 5 percent of the net assets, as listed in the plans’
statement of net assets available for plan benefits as of the end of the year. AcSEC believes that the
disclosures should be consistent among plans. Therefore, this SOP requires health and welfare plans
to identify and disclose investments that represent 5 percent or more of the net assets available for
plan benefits as of the end of the year.
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APPENDIX B

ILLUSTRATIVE FINANCIAL STATEMENTS OF A SUPPLEMENTAL
UNEMPLOYMENT BENEFIT PLAN
B.01 This appendix illustrates certain applications of the provisions of this Statement of Position
(SOP) that apply to the annual financial statements of a hypothetical supplemental unemployment
benefit plan. It does not illustrate other provisions of this SOP that might apply in circumstances
other than those assumed in this example. It also does not illustrate all disclosures required for a fair
presentation in conformity with generally accepted accounting principles (GAAP). The formats
presented and the wording of the accompanying notes are illustrative and are not necessarily the only
possible presentations.
B.02 Although GAAP do not require comparative financial statements, the Employee Retirement
Income Security Act of 1974 (ERISA) requires a comparative statement of net assets available for
benefits. The illustrative financial statements are intended to comply with the requirements of
ERISA.
B.03 ERISA and United States Department of Labor (DOL) regulations require that certain
information be included in supplemental schedules, which are not required under GAAP. See
appendix A of Audits o f Employee Benefit Plans for a further discussion of the ERISA and DOL
requirements.
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Supplemental Unemployment Benefit Plan for Employees of ABC Company Established
Pursuant to Agreement With United Workers of America
Statement of Net Assets Available for Benefits
December 31, 20X1 and 20X0

20X1

20X0

Assets
Investments
Cash and cash equivalents
Accrued interest receivable
TOTAL ASSETS

$ 10,605

$ 80,750

1,025

19,400

100

125

11.730

100.275

265

265

$ 11,465

$100,010

Liability
Accrued investment trustee fees
NET ASSETS AVAILABLE FOR BENEFITS

The accompanying notes are an integral part of the financial statements.
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Supplemental Unemployment Benefit Plan for Employees of ABC Company Established
Pursuant to Agreement With United Workers of America
Statement of Changes in Net Assets Available for Benefits
Year Ended December 3 1 , 20X1

Additions:
Contributions

$1,366,065
1.960

Interest income

1.368.025

TOTAL ADDITIONS
Deductions:

1,455,460

Benefit payments
Investment trustee fees

1,110
1.456.570

TOTAL DEDUCTIONS
NET DECREASE DURING THE YEAR

(88,545)

Net assets available for benefits
Beginning of year

100.010
$

End of year

The accompanying notes are an integral part of the financial statements.
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11,465

Supplemental Unemployment Benefit Plan for Employees of ABC Company Established Pursuant
to Agreement with United W orkers of America
Notes to Financial Statements

1.

Description of Plan
In connection with a negotiated contract, the Supplemental Unemployment Benefit Plan for
Employees of ABC Company Established Pursuant to Agreement with United Workers of
America (the Plan) provides for payment of supplemental unemployment benefits to covered
employees who have completed two years of continuous service. Payments are made to (a)
employees on layoff and (b) certain employees who work less than thirty-two hours in any
week. The following description is provided for general information purposes. The Plan
document should be referred to for specific information regarding benefits and other Plan
matters.

2.

Summary of Accounting Policies
Basis o f Accounting
The financial statements of the Plan are prepared under the accrual method of accounting.
Investment Valuation
The Plan’s investments consist of shares of a money market portfolio. The investment is
reported at fair value.
Use o f Estimates
The preparation of financial statements in conformity with generally accepted accounting
principles (GAAP) requires management to make estimates and assumptions that affect the
reported amounts of assets and liabilities and disclosure of contingent assets and liabilities at the
date of the financial statements and the reported amounts of revenues and expenses during the
reporting period. Actual results could differ from those estimates.
Benefit Obligations
The Plan’s obligation for accumulated eligibility credits is discounted using a weighted-average
assumed rate of 7.5 percent.

3.

Funding and Operation of the Plan
a.

Funding o f the Plan—Contributions funded by ABC Company, the Plan’s
sponsor, pursuant to the Plan are invested in assets held in a trust fund (the
Fund). General Bank, the trustee of the Fund (the Trustee), invests the Fund’s
money as set forth in the Plan document. Investments consist of money market
funds and are reported in the accompanying financial statements at fair value.
Interest income from investments is recognized when earned.

b.

Administration—The ABC Company Benefit Plan Administrative Committee
has responsibility for administering the Plan. The ABC Company Benefit Plan
Asset Review Committee has responsibility for the management and control of
the assets of the Trust.
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c.

Benefits Under the Plan—The Plan provides for the payment of weekly and
short-week supplemental unemployment benefits. The benefits payable are
reduced by any state unemployment benefits or any other compensation
received. Also, a “waiting-week” benefit of $100 will be payable if a participant
fails to receive a state unemployment benefit solely because of such state’s
waiting-week requirement. Benefits paid for any week for which the employee
received state unemployment benefits are limited to $180. Benefits paid for all
other weeks are limited to $235. The Plan provides for a possible reduction of
weekly benefits for employees with less than twenty years of service based upon
a percentage determined generally by dividing the net assets of the Plan, as
defined in the Plan document, by the “maximum financing” (see “ABC’s
Obligations Under the Plan”). Employees earn one-half credit unit for each week
in which hours are worked or, in some situations, in which hours are not worked
(vacation, disability, serving on grievance committee, and so on) up to a
maximum of fifty-two credit units for employees with less than twenty years of
service and 104 credit units for employees with twenty or more years of service.
Generally, one credit unit is canceled for each weekly benefit paid and one-half
credit unit is canceled for each short-week benefit paid.

d.

ABC ’s Obligations Under the Plan—-The “maximum financing”of the Plan at
any month end is the lesser of (1) the product of 40 cents and the number of
hours worked by covered employees during the first 12 of the 14 months next
preceding the first day of such month and (2) 100 times the sum of the monthly
benefits paid for the 60 of the preceding 62 months divided by 60. ABC’s
monthly contribution to the Plan is computed as the lesser of (1) the product of
17.5 cents and the number of hours worked by covered employees in the month
and (2) the amount that, when added to the net assets of the Plan, as defined by
the Plan document, as of the end of the preceding month, will equal the
“maximum financing.” In addition, ABC contributes an income security
contribution of 25 cents per hour worked by covered employees in the month. In
the event of a plan deficit, ABC intends to make sufficient contributions to fund
benefits as they become payable.
The following table, presents the components of the plan’s benefit obligations
and the related changes in the plan’s benefit obligations.
Benefit Obligations
December 31, 20X1 and 20X0
20X1

Accumulated Eligibility Credits
And Total Benefit Obligations

$ 1,107,777
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20X0

$ 1,095,620

Changes in Benefit Obligations
Year Ended December 31, 20X1

Benefit obligations, beginning of year
Benefits earned
Interest
Claims paid
Total Benefit Obligations
e.

4.

$1,095,620
1,390,330
77,287
11,455,460)
$1,107,777

Plan Expenses—ABC bears all administrative costs, except trustee fees, which
are paid by the Plan.

Tax Status
The Plan obtained its latest determination letter in 1990, in which the Internal Revenue Service
stated that the Plan, as then designed, was in compliance with the applicable requirements of the
Internal Revenue Code (IRC). The Plan has been amended since receiving the determination
letter. Plan management and Plan’s tax counsel believe that the Plan is currently designed and
being operated in compliance with the applicable requirements of the IRC. Therefore, no
provision for income taxes has been included in the Plan’s financial statements.

5.

Transactions With Parties in Interest
ABC provides to the Plan certain accounting and administrative services for which no fees are
charged.

6.

Termination of the Plan
Under certain conditions, the Plan may be terminated. Upon termination, the assets then
remaining shall be subject to the applicable provisions of the Plan then in effect and shall be
used until exhausted to pay benefits to employees in the order of their entitlement.
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